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According to the theory of human capital, human capital investment can 
increase labors’ income effectively, and it also helps to study the labor market 
mechanism and investment returns efficiency comprehensively. Taiwan is an island 
economy with scarce resources, however the factor of human capital has made a 
great contribution to the economic growth miralce. In recent years, the unstability of 
society is serious because of the “Diligent but Poor” generations, decresing 
economic growth, income staggnation, increasing unemployment rate etc.. It is 
essential to analyse Taiwan economy via returns to human capital. 
This paper will establish a new investment function to deduce the optimal 
expected returns to human capital, which will be compared with the real ones. Using 
the data from “Manpower Utilization Survey” through the two-level linear model, 
we observe the regional determinats of returns to human capital of Taiwan in the 
year of 1980, 1990, 1995, 2009, 2014.  
The results suggest that the real returns to human capital are below the optimal 
expected ones but over the minimal ones, which have distorted the attainment of 
income. Among the regional factors, female labors are more easy to enter the market 
and are required lower, so the regional women ratio is not significant. The young are 
eager to replace work with leisure as well as the compliment relationship with the 
old, which makes the old paid more. Due to sustainable cycle of education 
investment, the regional educaiton level is the most stable positive factors, while the 
regional propotion of employees in the third industry and in small-medium sized 
enterprises are the most profound negetive factors, which implies the demand shocks 
are dominant. Health factors have significant time differences as medical treatment 
factos are significant in 2009 but in 2014 medical resource factors are more valid. 
Both results are robust. These results also will help to explain the status or reasons of 
labor migration in Taiwan based on regional factors. 
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